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THE ROLE OF BARRIERS TO ENTRY IN THE SUCCESS OR FAILURE OF 
NEW MAGAZINES: AN EXPLORATORY STUDY 

Kathryn E. Segnar, Temple University 
Fiona A. E. McQuarrie, University College of the Fraser Valley 



ABSTRACT 

The concept of "barriers to entry" has been well established 
in economic research, but has not been extensively applied to the 
magazine publishing industry, despite its potential utility in 
exploring the high failure rate of new magazine. Barriers to entry 
are defined as factors which give existing market participants 
advantages over new market entrants. This exploratory study 
compares one new magazine, at the time of its inception, to three 



established 


magazines . 


The 


results 


suggest 


that established 


publications 


do 


enjoy 


some 


market 


advantages 


such as larger 


subscriber 


bases 


and 


high 


levels 


of revenue ; however , new 



publications can gain competitive advantages through such factors 
such as retail price and staff expertise. The results suggest 
several promising directions for more intensive research. 
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THE ROLE OF BARRIERS TO ENTRY IN THE SUCCESS OR FAILURE 
OF NEW MAGAZINES: AN EXPLORATORY STUDY 

Introduction 

The failure rate of new magazines is extremely high. Fewer 
than one in 10 magazine concepts ever acquires the capital to 
produce the first issue, and of those that survive past the first 
issue, only 50 percent will continue to publish, many under a new 

name, with new content, or with a new publisher. 1 Of those that 
continue to publish, only 10 percent will become extremely 
successful. 2 



This high failure rate may be partly due to the complicated 

nature of magazine publishing. Unlike other businesses, which 
usually have one revenue stream stemming from product or service 
sales, magazine publishers must balance at least two revenue 

streams: product sales (circulation) and advertising sales. 2 Some 

publishing companies also rely on revenue streams from additional 
sources such as ancillary products (e.g. calendars, coffee mugs, 
and issue binders) and special services (e.g. subscriber list 
rental) . In addition to managing multiple revenue streams, 
magazine publishers must also compete with entrenched incumbents 
for regional, national, and even international advertising and 
circulation dollars, and with other media products such as cable 
television, videocassettes, compact discs, books, newspapers, and 
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computer- related goods and services. 

Thus, a new magazine faces many possible detours on the road 
to success. In the field of economics, factors affecting whether 
a new product is a success or a failure are labeled "barriers to 
entry": more specifically, barriers to entry are those factors 
causing disadvantages to market entrants relative to established 

businesses . 4 While the term "barriers to entry" implies barriers 

which prevent new products from ever reaching the marketplace, the 
specific barriers encompassed by the terminology actually apply to 
both the initial entry of the new product into the market and to 
the development of the product into a success or failure. 



The purpose of this paper is to use the concept of "barriers 
to entry" to explore some of the reasons why a new magazine might 
succeed or fail. After a discussion of barriers to entry and their 
potential application to the magazine market, data from four 
Seattle-area magazines - one new, three established - will be 
employed to explore whether barriers to entry, as delineated in 
the economic model, played a role in the new magazine's fate. 

Barriers to Entry 

The concept of barriers to entry was originated by Joe S. 
Bain and extended by other economists, most notably Michael 
Porter. Initially. the concept described three sources of 
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advantage for established products that discouraged new entrants 
to the market: absolute cost advantages, product differentiation, 

and economies of scale. ® Each of these factors will be described 
in terms of their applicability to magazine publishing. 

In the magazine industry, "absolute cost advantages" refers 
to the financial advantage enjoyed by established magazines, 
compared to the high start-up costs (e.g. administration, 
investment capital, marketing) faced by entrants. Absolute cost 
advantages would also be generated by skilled staff members 
employed at an established publishing firm, compared to the cost 
disadvantages generated by unskilled or inexperienced employees at 
the new magazine. Another source of absolute cost advantages might 
be technological or production expertise not generally available 
to the market, or developed specifically for the exclusive use of 
one publication. 

"Product differentiation" refers to a barrier that is 
encountered if a reader prefers to purchase established magazines, 
or if an advertiser prefers to purchase space in a magazine with a 
recognized market identity or audience. The new entrant to the 
market must sufficiently differentiate itself from existing 
product in order to attract readers and advertisers, but must not 
be so different as to alienate those with established reading and 
buying habits; this process of identity development has been 
referred to as "editorial positioning" in the magazine 
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literature. 6 Porter suggests that a new entry to a market may be 
forced to spend heavily in order to overcome customer loyalty to 
existing products 7 ; for magazines, this may be especially true in 

entrants to markets with numerous existing titles and well- 
established market leaders (e.g. television guides, women's 
consumer magazines) . Another product differentiation advantage 
enjoyed by established publishers or magazines is access to 
distributive outlets. 

"Economies of scale" refers to the ability of established 
producers to create and market product in such large volumes and 
at such reduced prices that potential entrants are discouraged 
from entering the market. This term can also describe advantages 
related to established producers' past experience, such as the 
intensity with which they advertise, and research and development 

programs which they may have underway. 8 Economies of scale are 

used to advantage by existing publications, in such tactics as 
increasing print runs of existing magazines to flood the market, 
or in dropping prices of existing magazines to make the entry of 
new products economically impossible. 

Three further barriers to entry were identified by Michael 
Porter in 1979 9 ; incumbent reaction, cost disadvantages 

independent of size, and government policy. "Incumbent reaction" 
refers to activities deliberately undertaken by existing producers 
to discourage new entrants to the market, including those 
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activities described above which are made possible by economies of 
scale. 



"Cost disadvantages independent of size" are those cost 
advantages attainable only by established firms, regardless of the 
size of or resources available to newcomers to the market. For 
established magazines, these would include such factors as greater 
advancement along the learning curve and proprietary knowledge 
such as knowledge of sources or specialized production processes. 

A survey identifying the 11 major reasons why magazines fail 1 ® 

named several causes of failure which could be identified as cost 
disadvantages independent of size: poor or inexperienced 
management, misreading the advertising environment, the wrong 
personnel, bad advice, and "stupidity, craziness and arrogance". 

"Government policy", a fairly self-explanatory title, broadly 
refers to any relevant regulations or licensing requirements 
affecting the industry. More specific to magazines would be 
factors such as postal regulations, local business licensing, or 
regulations on the use of potentially toxic raw materials (e.g. 
materials used in the composition of printers' coloured ink) . 

Subsequent researchers have identified as many as 25 barriers 
to entry 11 . While this discussion will focus on the six barriers 

to entry identified above, as these are the most commonly 
discussed and explored in the economic literature, it is worth 
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noting that these subsequent researchers have also contributed the 
idea that barriers to entry can be classified by their cause. 

Karakaya and Stahl 11 distinguish between competitor-activated, or 

controllable, barriers to entry and environmental, or 
uncontrollable, barriers to entry. This distinction will be 
further explored in this paper. 



THE STUDY 



In order to explore the role that barriers to entry play in 
the success or failure of new magazines, four Seattle- area 
magazines were studied: one new entrant to the market and three 

established competitors. While this is a limited sample size, it 
was chosen to facilitate the collection of data. At the time of 
the study (spring 1992) , the new entrant to the market. Greater 
Seattle magazine, had just published its first issue, so the study 
could be conceptualized as a "snapshot" at the moment of entry to 
the marketplace and thus an ideal time to assess barriers to 
entry. This new entrant and its competitors all had editorial 
offices located in Seattle and had product distributed mainly in 
the Seattle area, assisting in data collection as the first author 
was located in Seattle at the time the study was conducted. 

The Subject Magazines 

Although Greater Seattle entered the market in 1992, it was 
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related to an earlier publication, Seattle Home and Garden, 
launched in 1989. The publisher of Seattle Home and Garden was 
also responsible for another magazine. Pacific Northwest , which 
had been in existence for 26 years. Seattle Home and Garden was 
mysteriously "relaunched" in December 1991, with an issue bearing 
the identifier Vol . l No. 1 (despite the fact that the magazine 
had already been published for two years) , but this "new" version 
only lasted for two issues before it was dropped and replaced with 
Greater Seattle. 

As an entertainment and lifestyle magazine dedicated to 
aspects of life in Seattle, Greater Seattle faced several 
challenges in its entry to the marketplace. Firstly, its name 
might evoke associations with Seattle, an earlier (and unrelated) 
publication that angered many readers with its sensationalistic 

approach 12 . Secondly, it faced the task of distinguishing itself 

and surviving apart from the other larger and well established 
publication from its parent company. And thirdly, it was faced 
with competition from several earlier publications targeting the 
same market - the upscale, higher- income Seattle resident and/or 
business executive. 

Pacific Northwest, founded in 1966, was the publication 
already produced by Greater Seattle’ s parent company, Pacific 
Northwest Inc. It was a competitor for advertisers and perhaps 
readers. Washington CEO, produced by Fivash Publishing and started 
in 1989, had a heavy Seattle emphasis in its editorial and 
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advertising content, despite the statewide title. And Alaska 
Airlines, produced by Paradigm Publishing and started in 1985, was 
an in-flight magazine for a Seattle-based airline. 

Data Collection 

in order to examine the question of the effects of the six 
barriers to entry, the March/April 1992 or April 1992 issues of 
Greater Seattle, Pacific Northwest, Washington CEO, and Alaska 
Airlines were content -analyzed. Information about each publication 
was taken from Gale's Directory of Periodicals, and a media kit 
was obtained from each magazine's publisher, with the exception of 
Alaska Airlines' publishing firm, Paradigm Publications, who did 
not respond to requests. In addition, a literature review was 
conducted of Folio and Magazine Week for the years 1991 and 1992 
for any articles that might discuss these publications and/or 
barriers to entry. 

Results 

For each of the six barriers to entry identified above, the 
relevant information collected about each magazine is presented. 

Absolute Cost Advantages 

Collecting data about this particular barrier to entry proved 
to be extremely difficult, because of the unwillingness of 
publishing companies to reveal financial information in a highly 
competitive market. However, several pieces of information allow 
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the inference of some of the cost advantages enjoyed by the 
existing publications in the study. Pacific Northwest, as the 
oldest publication of the four examined, likely enjoyed some cost 
advantages as the most experienced and longest lasting 
publication. Alaska Airlines , as an in-flight magazine, had its 
parent company pay its costs and likely allotted a budget for its 
production, allowing cost advantages to its producers. In 
addition, as a magazine distributed on board airplanes, it enjoyed 
a cost savings because it was not sold by subscription or on 
newsstands. No information available about Washing-ton CEO 
suggested that it enjoyed any particular cost advantages. Greater 
Seattle, as the newcomer, managed to overcome some of the initial 
cost disadvantages by being the product of an established (and 
profitable) publishing house and the re-creation of an existing 
magazine, thus eliminating many of the start-up costs that would 
be faced by a new publication. Thus, for this barrier to entry, 
Greater Seattle faced factors that were largely environmental or 
uncontrollable, because of their emergence through the age or 
parentage of the existing magazines. 

Product Differentiation 

Below are comparative data covering a number of points on 
which a new entrant to a magazine market might be expected to 
differentiate itself. 
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Frequency of Publication 



Greater Seattle 
Pacific Northwest 
Washington CEO 
Alaska Airlines 



6 times /year 
9 times /year 
6 times /year 
12 times /year 



Advertising Rates 



Greater Seattle 


$3,500 


$2,900 


Pacific Northwest 


$5,445 


$4,280 


Washington CEO 


$3,340 


$2,475 


Alaska Airlines 


$4,180 


$3,265 


Size. Pages and Advertising Percentage 






Pages Ad Pages 


Ad Percentage 


Greater Seattle 


64 24.5 


32 


Pacific Northwest 


92 41.5 


45 


Washington CEO 


64 25.5 


40 


Alaska Airlines 


80 34.1 


43 


Percentage of Pages With Colour 13 




Greater Seattle 


76 




Pacific Northwest 


72 




Washington CEO 


67 




Alaska Airlines 


84 




Average Number of 


National Ads Per Issue 




Greater Seattle 


5 out of 47 




Pacific Northwest 


23 out of 183 




Washington CEO 


7 out of 66 




Alaska Airlines 


26 out of 103 
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Price 



Greater Seattle 
Pacific Northwest 
Washington CEO 

Alaska Airlines 14 

Paid Circulation ; 

Greater Seattle 
Pacific Northwest 
Washington CEO 

Alaska Airlines 

Editorial Content 
Greater Seattle 



Pacific Northwest 



Washington CEO 



Alaska Airlines 



Issue Price 

1.95 

2.95 
2.95 

n/a 

Coverage Area 

Paid Circulation 

34.000 

70.000 

20.000 

n/a 15 



Subscription 

9.95 

18.95 

19.95 

n/a 



Coverage Area 
Greater Seattle area 
Washington, Oregon 
Seattle & Washington 

West Coast & Alaska 



Focus on Greater Seattle. Trends, profiles, 
homes, neighbourhoods, pets, restaurants, 
recipes, nightlife, entertainment 

Focus on Western United States and Canada. 
Travel, calendars, restaurants, getaways, 
advertorial 

Focus on Washington State. Business leader 
profiles, corporate retreats, technology, 
politics, management, health care, investments 

Focus on the West Coast, Alaska, and specific 
Alaska Airlines destinations (Seattle, 
Portland, Juneau, San Francisco, Los Angeles, 
San Diego) . Travel, entertainment, 
restaurants, business, luggage, games, maps 
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Design Factors 


Cover 


Layouts 


Ad^Placement 


Extras 


Greater Seattle 


coated 


upbeat 


most FFHRP 16 


bingo card 


Pacific Northwest 


varnished 


busy 


anywhere 


2 bingos 


Washington CEO 


coated 


stodgy 


middle 2/3rds 


advertorial 


Alaska Airlines 


varnished 


slick 


anywhere 


none 





The 


creators 


o f Grea ter Sea ttle 


were 


apparently well aware 


of 


the 


barrier 


to entry posed 


by 


insufficient product 



differentiation. Greater Seattle was different from at leat two of 
its three its competitors in frequency of publication, number of 
pages, design, and editorial content. Interestingly, Greater 
Seattle had chosen to enter the market at a price lower than that 
of its competitors; this strategy of lower pricing is often used 
not by new entrants but by existing competitors attempting to make 
the entry of new products economically impossible. This strategy 
could be seen as a response to a competitor-activated barrier to 
entry. 



Economies of Scale 

Again, comparative data that relate to this barrier to entry 
are presented. Underlying these data is the presumption, taken 
from the economic literature, that the larger the scale of 
production, the lower the cost per unit. 
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Circulation 

Greater Seattle 34,000 
Pacific Northwest 97,000 
Washington CEO 20,000 
Alaska Airlines 42,000 



Estimated Annual Revenue 17 



Greater Seattle 
Pacific Northwest 
Washington CEO 
Alaska Airlines 



Advertising 
532,500 
1,755,855 
633,618 
1, 571, 871 



Circulation 

338,300 

1,326,500 

399,000 

n/a 



Total Revenue 
870,800 
3,082,355 
1,032,618 
1 , 571, 871 



Number of Staff 

Pacific Northwest Inc. 31 

(publisher of both Greater Seattle and Pacific Northwest) 
Fivash Publishing 18 

Paradigm Publishing 25 

(publisher of both Alaska Airlines and a local 
public television station's program guide) 



As a new entrant to the market, Greater Seattle had a 
somewhat smaller circulation than its competitors (although, 
notably, higher than one existing publication) . This suggests that 
it may not have had access to the same economies of scale enjoyed 
by its competitors. However, Greater Seattle shared a publisher 
and staff with an existing publication. Thus, despite being a new 
publication, Greater Seattle may have enjoyed some economies of 
scale from its association with an established publisher; this may 
have helped it overcome some environmental barriers to entry that 
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other new entrants may not have been able to overcome, in effect, 
Greater Seattle overcame some environmental, or uncontrollable, 
barriers to entry by affiliating itself with an existing market 
participant, thus converting those barriers to entry into 
controllable barriers. 



Incumbent Reaction 

No relevant data were available. 

Cost Disadvantages Irrelevant of Size 
Staff Expertise 

The 31 staff members and freelancers for Greater Seattle also 
produced Pacific Northwest. Ten staffers had also worked on 
Greater Seattle' s predecessor, Seattle Home and Garden. in 
addition, the lithographer and the printer used by this 
publication had also been under contract to the previous 
publication. The magazine's publisher had also been publisher of 
the previous publication. This suggests that Greater Seattle may 
have benefited from cost advantages associated with the experience 
of some of its staff: an example of a competitor- activated or 

controllable barrier to entry, since the publication may have been 
able to overcome lack of experience in some areas by having staff 
who had more or better experience than staff at existing 
publi cat ions . 

Two of Washington CEO 1 s staff members had been with the 
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publication since its inception. The publisher had an extensive 
background in media, including stints as a newspaper publisher and 
chief executive officer, when he purchased the magazine from its 
founder. This also suggests cost advantages associated with staff 
expertise. 

Information about the work experience of the staff at Pacific 
Northwest and Alaska Airlines was not available. 

Proprietary Production Processes 

Evidence of any proprietary production processes may be found 
in the design and layout of the magazine. In this respect, Pacific 
Northwest appeared to have an advantage. It accepted 13 different 
sizes of display ads, compared to 10 at Alaska Airlines and 9 at 
Washington CEO. In addition, Pacific Northwest was able to offer 
advertisers boxed advertisements, sized by the inch, in classified 
advertisements, and "liners", sized by the line, also in 
classifieds. "Liners" were also available with a spot -colour 
highlight (an effect resembling the type coloured with a neon 
yellow highlighter pen) . Pacific Northwest accommodated 
advertising of all sizes and shapes, whether or not the ads fit 
the magazine's grid, and offered special sections so that products 
and services could be promoted by the state or region in which 
they appeared. Pacific Northwest thus enjoyed some advantages over 
its competitors - a competitor-activated barrier to entry 
because of its technological ability to offer these special 
advertising features. 
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Research and Development 

The only evidence of an advantage irrespective of size in 
this area was the regular reader surveys carried out by the editor 
of Washington CEO. He frequently solicited reader opinion and 
published the findings in the magazine. Additionally, he 
frequently hired freelance writers with research experience. 

Government Policies 

No relevant data giving an advantage or disadvantage to any 
one publication were discovered. It should be noted that all four 
magazines were licensed as businesses in the Seattle area and that 
none received any direct government subsidies. 

Discussion 

Little work to date has been conducted on the role of 
barriers to entry in determining a new magazine's success or 
failure, and the above data indicate to some degree why this is so 
collecting data on some of these barriers is extremely 
difficult, if not impossible. In the extremely competitive 
magazine market, with high rates of failure for new magazines, 
publishers are reluctant to release (or to even collect) data 
which might be a source of advantage for a competing publication. 
In addition, although the six "barriers to entry" discussed are 
defined well enough to determine their applicability to the 
magazine market, they are still relatively broad in nature, so 
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that it is sometimes difficult to determine precisely which data 
support their existence or absence. 

Nevertheless, from the information and analysis presented, it 
is possible to determine that barriers to entry do exist and do 
affect the market viability of new magazines. The barrier of 
product differentiation appears to be particularly significant for 
new magazines, and, in the example studied, Greater Seattle' s 
creators appeared to be aware of this barrier and took steps to 
overcome it by making the magazine distinct from its competitors. 
The new publication was differentiated on several bases from 
existing publications, including the important factors of design 
and content. Greater Seattle was also able to overcome the 
barriers of cost disadvantages irrelevant of size and, to a lesser 
degree, economies of scale by having an experienced staff that 
formed part of a larger, more established publishing company. 

The barriers of scale which appeared to pose the most threats 
to Greater Seattle were some economies of scale lost through a 
relatively small circulation and estimated annual revenue. 
Estimated revenues were reduced in part by the magazine's lower 
cover price than its competitors, which possibly could gain market 
advantage (in the form of increased sales volume and market share) 
but which initially also had the effect of reducing revenues. 
Greater Seattle also faced some cost disadvantages irrelevant of 
size because of its inability to offer specialized advertising 
features and its apparent lack of research and development (an 
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area which would seem especially important for a new entrant to 
the market) . 

An interesting result from applying the concept of barriers 
to entry to the magazine market is the flexibility that occurs 
between controllable and uncontrollable barriers to entry. Because 
of the similar nature of the product and the general similarity in 
production processes, environmental or uncontrollable factors may 
not be as prevalent or as powerful in the magazine industry as 
they are in other industries (e.g. those relying on variable 
supplies of raw materials or on seasonal markets) . Because of the 
intense competition in the magazine industry, competitor- activated 
or controllable barriers to entry may be more significant in 
determining a new product's continued existence. While entrants to 
the magazine industry must be responsive to the actions of the 
competition, they must, at the same time, not venture too far from 
the established norms of the market and not respond to 
competitions in a manner too radically different from established 
market participants. As mentioned previously, a mistake in 
"editorial positioning" can alienate both advertisers and readers, 
and result in the failure of even the most promising and best- 
supported publication. 

Directions For Future Research 

While this study is exploratory in nature and based on mainly 
secondary data, it suggests that the concept of "barriers to 
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entry" may be extremely useful in understanding and predicting the 
market fate of new magazines. This study was limited by its focus 
on four regional magazines and six barriers to entry; given the 25 
barriers to entry identified by researchers and the numerous 
magazine markets domestically and internationally, studies 
identifying the most relevant or powerful barriers to entry in 
particular markets would be of great benefit to those considering 
entry into those markets. Another distinctive feature of the 
magazine market is the re-launch, redesign, or change of 
publishers that less successful magazines frequently undergo; 
research on barriers to entry (and their subsequent impact on 
products that do succeed in entering the marketplace) might be 
valuable in identifying those factors that would affect the "re- 
entry" to the marketplace of reworked existing publications. 

Another direction that research on barriers to entry might 
take is longitudinal analysis of a magazine or sample of 
magazines. Observing the factors that affect the success or 
failure of magazines over their lifetime, rather than simply at 
the time of their entry into the market, would provide information 
on which factors are of particular importance in establishing the 
long-term viability of a publication. 

From both the theoretical discussion and the market and 
product data investigated in this study, it can be seen that the 
concept of "barriers to entry" offers new publishers and 
communication researchers alike an opportunity to better 
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understand the role of startups in the magazine industry. 
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16 FFHRP=far forward, right hand page (a reference to the most 

desirable positions for advertisers) . 

17 Estimated revenue={ [colour ad pages X colour ad rate] + [black 
and white ad pages X black and white ad rate] } X frequency. 
Because of lack of reliable information, no allowance has been 

made for discounts given preferred customers. 
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An American Title Abroad: 

A Cross-Cultural Study of One Popular Magazine in the U. S. and the UK 



Abstract 

This study examines one major American-owned magazine, Good 
Housekeeping , as it is published in the United States and the United Kingdom. 
Through a combination of methodologies-content analysis, interviews with editors, 
and interpretation of industry data— the researcher examined how cultural, 
demographic, geographic, and economic factors influence editorial content in 
different countries, despite a strong brand name that identifies the parent and 
subsidiary publications as the "same" magazine. 



